This paper estimates and analyses wage inequality trends in Portugal, from 1944 to 1984, a period that comprises the Estado Novo dictatorship and the first decade after the transition to democracy. Wage inequality is measured by the gap between skilled and unskilled labour, and reveals a downward trend in most of the period in analysis. We provide an explanation for the observed trends by looking at the influence of domestic and international forces on changes in the relative supply and demand of skilled labour. According to our findings, the skill premium declined due to the combined influence of two major forces: an increase in the relative supply of skilled labour due to the mass emigration of unskilled labour, and the decrease in the relative demand for skills, related to trade-induced changes stemming from the country's increasing openness, which followed the country's unskilled labour comparative advantages. Our findings point to the conclusion that the impact of openness on wage inequality is related to the country's relative level of development among its major trading partners.
Introduction
The study of the relationship between market forces and (wage) inequality trends has a long and well-established tradition in the economic literature. Within this literature, an important stream of research has examined the role played by international commodity market integration and mass migration on the convergence between Old and New Worlds during the late nineteenth and early twentieth centuries Á the first globalisation boom Á and on the reversion of these patterns during the interwar period.
1 Using evidence on wage-rental and wage-productivity ratios, it has been generally found that open economy forces had a large impact on inequality trends, explaining most of the convergence between the late nineteenth and early twentieth centuries, when the returns to labour decreased relative to land and other factors in the land-abundant countries of the New World, and increased in the labourabundant countries of the Old World. The slowing down of convergence in the interwar period is also attributed to the overall movement of 'deglobalisation', with the rise in trade barriers and the imposition of quotas and other barriers to migration, which would explain the rise in wage-rental and wage-productivity ratios in the Old World and its fall in the New World.
The debate on the impact of globalisation on inequality has also flourished in the 1990s, following the outbreak of the second globalisation boom. 2 In these latter studies, focus is brought to bear on the distinction between North and South (industrial vs. developing countries), instead of the historical Old World/New World dichotomy, and a change is also made with respect to the inequality measure used, which is now based on the computation of skilledÁunskilled wage ratios.
Using this latter measure of inequality, Anderson has reassessed the impact of globalisation on wage inequality prior to 1970, considering a sample of eight nowdeveloped countries, and finding some results which are at odds with the general evidence stemming from the 'historical' debate.
3 According to Anderson's findings, the main factors influencing trends in wage inequality are found in domestic forces Á expansion of education, growth of new skill-intensive industries and fluctuations in the level of aggregate demand. The three domestic factors, common to both the New World and Old World countries, would explain most of the fall in wage inequality within countries after 1914, whereas globalisation had a minor impact, largely confined to the pre-1914 period.
The result that domestic factors were the fundamental sources of wage inequality trends during most of the twentieth century is also found in a number of single country studies focusing on developed countries' experiences, most notably the USA. 4 There is, however, some controversy on the matter, with some late twentiethcentury critics of the technology thesis emphasising instead the role played by globalisation in the process.
5
In this paper, we analyse the role played by international vs. domestic forces in a country which, although broadly included within the 'Old World' categorisation, differed in many relevant aspects from the Old World benchmark. Unlike the Old World countries included in Anderson's study, which were European industrial leaders (Britain, France, Germany) or early latecomers to economic modernity (Sweden and Denmark), Portugal was unable to revolutionise its agriculture during the nineteenth century, remaining as a backward, resource-poor, labour-abundant agrarian economy during the first half of the twentieth century. Moreover, education and literacy in Portugal remained among the lowest in Western Europe during the nineteenth and twentieth centuries, which is in clear contrast with other Old World countries' records. 6 The period under analysis, from 1944 to 1984, broadly an epoch characterised by rapid growth, economic convergence and globalisation, 7 covers most of the Estado 2 See Wood, North-South Trade (1994) ; Leamer, 'Trade' (1994) ; Richardson, 'Income Inequality' (1995) ; Robbins, 'HOS Hits Facts' (1996) . 3 Anderson, 'Globalization' (2001) . 4 Goldin/Katz, 'Decline of Non-competing' (1995) ; Goldin/Katz 'Origins of Technology' (1998); Katz/Murphy, 'Changes' (1992) ; Autor et al., 'Trends' (2008) . 5 See, for example, Wood, North-South Trade (1994) ; Wood, 'Globalisation' (1998) ; Borjas/ Ramey, 'Time Series Evidence' (1994) . 6 Tortella, 'Patterns' (1994) . 7 Williamson, 'Globalization' (1997).
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Novo ('New State') dictatorship and the first decade following Portugal's transition to democracy in 1974. From a comparative point of view, the transformations in Portugal during this period, which was marked by the transition from a backward, protectionist, agriculture-based economy to an industrial and service 'free-trade' economy, raise important issues. A specific point that this paper highlights regards the relationship between wage inequality and changes in economic variables. Were domestic forces, as in Anderson's study, more important than international forces as determinants of wage inequality, or is the order of factors reversed when a relatively backward and illiterate economy is considered? As in Anderson's study, and in line with recent developments in the literature on wage inequality, 8 we undertake an analysis of inequality trends based on the changes taking place in the relative supply and the relative demand of skills. Although this literature focuses on a more contemporary period Á studies produced in this area are generally based on the analysis of wage inequality trends in developed countries after the 1980s Á and for that reason relies on a much vaster amount of data, the basic framework can still be used to get an indication of the primary forces involved in wage inequality patterns over wider time intervals. One advantage of looking at Portugal is that Portuguese data sources allow for a detailed analysis of wage inequality trends in these terms, looking at the entire wage distribution and not only to the top fractiles. 9 As explained in more detail in Appendix 1, the Portuguese Statistical Office (INE) provides data on wages and workers across occupations, broadly distinguishing between employees (workers with directive responsibilities, technicians and administrative personnel), and workers who participate directly in the production process, which constitute the basis for our classification of skilled and unskilled labour used in the computation of wage inequality. Thus, the paper provides an explanation for the inequality trends observed, considering the influence of both domestic and international forces on changes in the supply and demand of skilled relative to unskilled labour, and tries to estimate what was more important in the Portuguese case. In doing so, we assume that wages are essentially an expression of both supply and demand, considering that the institutional arrangements discussed in the paper that affected wage setting did not fundamentally change the course of economic events throughout the period under study.
The paper is structured as follows. Section 2 gives an account of the institutional and macroeconomic background of the period under study. Section 3 describes the overall trends in wage inequality, focusing on the relative wage of skilled labour. Section 4 examines the impact of supply and demand-side factors influencing the relative supply of and the relative demand for skilled labour, respectively. A final section discusses the findings of the paper in relation to previous evidence on Portuguese and other countries' inequality trends during the period under study. 8 Katz/Murphy, 'Changes' (1992); Card/Lemieux, 'Falling Supply' (2001); Autor et al., 'Trends' (2008). 9 Despite the fact that many historical studies focusing on inequality are based on top income shares [e.g., Atkinson/Piketty, Top Incomes (2007) ; Leigh/van der Eng, 'Inequality' (2009) ; Alvaredo, 'Top Incomes' (2009)] , the use of the entire wage distribution provides a more comprehensive picture of inequality changes, since it takes into account the lower and middle parts of this distribution, and not just the top incomes.
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The period of Estado Novo in Portugal and the transition to democracy
The period under study comprises 30 years of the Estado Novo dictatorial regime, between 1944 and 1974, and the first decade after democracy has been installed, following the 'armed forces' revolution. 10 The authoritarian regime had its origins in a military coup in 1926, being institutionalised after Oliveira Salazar became Prime Minister in 1932, and a political constitution was approved by a rogue plebiscite in the following year. In political terms, the Estado Novo period was one of institutional continuity. Salazar did not allow any kind of softening of the regime during his enduring autocracy, characterised by a corporatist organisation of the economy which combined extensive state regulation with predominantly private property of the means of production.
11 Under this system, social conflict and competition were strongly restrained by means of close regulation. In the labour market, in particular, employers and workers were organised in guilds (grémios) and trade unions, respectively. Trade unions were fully controlled by the government, strikes were forbidden and collective bargaining agreements reached among trade unions and employers' representatives required government approval in order to become effective. The government exerted strong authority over wages, which were kept at relatively low levels in order to prevent inflation.
12 During the later Estado Novo period, however, wages increased significantly, responding to the acceleration of economic growth and to the significant outflow of workers (cf. Figure 1) .
13
Education was a highly selective system favouring the middle and upper classes. Literacy rates were substantially below European average levels: 41% in 1930 and 62% in 1960. 14 Significant investments in human capital were not made before the 1950s. In the 1960s, the government made public education available for all children between the ages of 6 and 12, but even then the number of individuals with secondary and tertiary degrees remained extremely low by international standards (cf. Table 1) . Moreover, and despite some important steps made in the construction of a welfare state during the Estado Novo period, 15 only a minor fraction of the population was subjected to income taxation, which determined a very low impact of progressive taxation over the income distribution. In the aftermath of the revolution, a number of important reforms were introduced. Portugal started a movement of de-colonisation and the role of the state in the economy was increased with the nationalisation of an important part of the economy (most of the heavy industries, financial, insurance and communication sectors), and the expropriation of landed estates in the southern region (the Agrarian Reform Á Reforma Agrária). The 1976Á1984 period was marked by extreme political instability Á between the creation of a new Constitution in 1976 until April 1984, Portugal saw the rise and fall of nine constitutional governments Á but despite the political alternation, a broad pattern of reversion of the revolutionary changes and of Scandinavian Economic History Review 5 creation of a market economy came into place. In the 1980s, several industries that had been previously nationalised were privatised, and the accession to the European Economic Community (EEC) put the country within a firm route towards a capitalist organisation of the economy fully integrated in the world market. With regard to the nature of economic policy and to the overall evolution of the economy, four main phases are usually distinguished during the period under study.
17 . In the first two decades of the regime, Portugal was characterised by the defence of a certain isolation from the exterior, which was reflected in the promotion of the country's self-sufficiency. In the 1930s and 1940s, a strong emphasis was put on agriculture-related activities, the 'Wheat Campaign' being a paradigmatic example, whereas the industrial sector was under heavy regulation through the Law of Industrial Conditioning (Lei do Condicionamento Industrial), adopted in 1931. In the mid of the twentieth century, Portugal remained a backward agriculture-dominated country, in which agriculture accounted for more than 50% of total employment and was responsible for about one-third of total output (cf. Table 2 ). This is a period globally marked by relatively low growth rates, in line with other European countries' experiences, despite the country's neutrality in the Second World War (cf. Table 3) .
A second phase corresponds roughly to the 1950s, when the Estado Novo progressively changed its economic discourse to the favouring of the country's industrialisation, shifting towards the implementation of measures aimed at the promotion of economic development and structural change.
18
State intervention industrial policies were carried out to stimulate basic industry, such as the First Development Plan, launched in 1953, which were accompanied by protectionist trade policies focused on import substitution. The process of systematic industrialisation of the country takes place precisely in this period, with a substantial delay relative to the general experience of other OECD countries. Although a more liberal path was established by the end of the 1940s concerning foreign economic relations (Portugal was accepted into the Marshall Plan in 1947, and became a charter member of the OEEC and NATO in 1948 and 1949, respectively) , an export-oriented strategy of growth was only embraced in the late 1950s, when Portugal subscribed the European Free Trade Association (EFTA) convention (1960) , and became thereafter a member of the General Agreement on Tariffs and Trade (GATT), the IMF, and the World Bank. A third phase is established precisely from this date until the end of the regime in 1974, a period marked by the internationalisation of the economy and by an impressive rate of economic growth.
19
Between 1960 and 1973, international trade grew considerably, with the country benefiting from the reduction of trade barriers in several Western European countries, which were experiencing rapid growth (cf. Figure 2 ). The export share in GDP increased from 9% in 1944 to about 14% in 1973, but imports expanded faster, more than doubling its share in the same period, despite the fact that under Scandinavian Economic History Review 7 the EFTA agreement Portugal was allowed to enjoy a more gradual removal of its protective tariffs than the other more industrialised member countries. Such an increase in the external sector of the economy had a relevant impact on the country's growth performance, contributing, at the same time, for the impressive changes that took place in the composition of economic activity and employment, namely the growth of the manufacturing sector and the substantial decline of agriculture (cf. Table 2 ). Changes in external trade policy during the period under study had also important effects over the composition of exports and imports. Until the 1950s, Portuguese exports were composed mainly of agriculture, forestry and agriculturerelated semi-finished industrial products, such as wine and wood products. 20 The implementation of industrial policies to stimulate basic industry in the 1950s seems to explain the strong rise in chemicals and rubber and plastic products' exports in that decade, but the major features of Portuguese exports remained practically unchanged. In the 1960s, the gradual removal of trade barriers, which were mostly limited to trade with Portugal's more developed European partners, were reflected in a concentration of exports in products in which the country benefited from comparative advantages. Agriculture-related goods became progressively less important in exports, but given the overall lower level wages and productivity and the relative technological backwardness of the country, the comparative advantages were concentrated in labour-intensive and natural resources-based industries, such as textiles, clothing, footwear, basic metals and electrical machinery (mostly assembly-line production), and wood and paper products. In fact, the most relevant change that took place in Portuguese exports from the 1960s onwards was the decline experienced by food, drink and tobacco products and its replacement as the top export industry by textiles, clothing, leather and footwear (cf. Table 4 ).
In 1974, growth came to a halt, due to the combined effects of the intense worldwide recession following the 1973 oil price crisis and of the domestic political and economic unrest in the aftermath of the Carnation Revolution. Due to the political change, large sectors of the economy were nationalised (about a quarter of the GNP), a number of land estates were expropriated, and wages skyrocketed. The increase in wages was not enduring, however: in 1978 the real wage index in industry and transports had already returned to the 1973 level. 21 The unfavourable economic conditions both at the international and domestic levels translated into slower and more irregular growth, and brought about severe external debt problems. The current account declined rapidly, due to the increased international price of oil and the worldwide recession, and also because of the reduction of emigrant workers' remittances and tourism receipts. The strong difficulties in the balance of payments led to the negotiation of two economic stabilisation agreements with the IMF, in 1978Á1979 and 1983Á1984. A number of austerity measures were then taken as part of the requirements of the letters of intent the government signed with the IMF, which were reflected in the decrease in investment, consumption and output levels, Scandinavian Economic History Review 9 and in a strong rise in unemployment and inflation rates. The severe constraints imposed by the current account imbalances were only overcome after 1985, period in which the Portuguese economy went through a new phase of intense economic growth, which lasted until 1990. 
Trends in wage inequality
The analysis of wage inequality between skilled and unskilled workers is performed based on a yearly survey conducted by INE, which takes into account all firms with 10 or more employees, and provides information on wages and workers differentiated by economic activity and occupation. 23 Figure 3 presents the evolution of the skilled wage premium between 1944 and 1984 for nine industry sectors, and for their aggregation as a whole, using the number of workers in each sector as weights.
The evidence displayed in Figure 3 suggests that there has been an overall tendency for a slight rise on the relative wage of skilled workers until approximately the mid-1960s, but from this period onwards a marked trend of decline in wage inequality took place, accompanying the transition to democracy, and lasting until the late-seventies. 24 The decline in the wages of skilled relative to unskilled workers in this period is found in virtually every industry for which there is available information on the decomposition of wages between the two groups of workers.
Using the whole information available on wages during the period under study, i.e. considering simultaneously wages from agriculture, industry and service activities, there is also evidence of a marked trend of decline in wage inequality from the mid-1960s onwards (cf. Figure 4) . These general findings introduce some aspects of novelty relative to previous evidence on wage inequality in Portugal. Unlike Alvaredo, who found that wage inequality was rather stable between 1964 and 1970, declining afterwards, 25 our results indicate that the decline in wage inequality started earlier, about a decade before the transition to the democratic regime, which means that the political change cannot be related to an eventual rise in inequality levels. The difference in the results obtained in both studies is probably due to the fact that our computations take into account the changes in the entire wage distribution, whereas Alvaredo's measures are based solely on top wage concentration.
In the following section, an account is made of the factors explaining the observed wage inequality trends, by assessing the influence of migration and international trade in the process. 22 For an account of the economic and political evolution of Portugal in the later part of the twentieth century see Lains 'Growth' (2007) and Pinto, Contemporary Portugal (2003) . 23 Appendix 1 provides a detailed description of the data and sources used in the computations. The number of workers and wage levels by skill group are provided in Tables  A.1 
The sources of changes in wage inequality
In line with recent developments in the literature on wage inequality, 26 we undertake an analysis of changes taking place in the relative supply and the relative demand of skills, in order to explain the aforementioned inequality trends. The basic framework uses a two-level Constant Elasticity of Substitution production function, in which aggregate output depends solely on the quantities of skilled and unskilled workers, to explain the skill wage differentials. Under the assumption that skilled and unskilled workers are paid their marginal products, a general expression representing a relative demand function can be written as follows:
where
represents the relative wage in period t, N st and N ut are the quantities supplied of skilled and unskilled workers, respectively, D represents relative demand shifts favouring skilled workers, and s is the elasticity of substitution between skilled and unskilled labour. The greater is s, the smaller the impact of shifts in relative supplies on relative wages, and the greater must be the fluctuations in demand shifts to explain the time series variation of relative wages for given time series variation of relative quantities. Table 5 presents changes in relative supply and relative wages, along with the estimated changes in relative demand, assuming a unitary elasticity of substitution between skilled and unskilled labour.
27
During the period under study, there was an overall increase in the relative supply of skilled labour, which grew in about 1.5% a year. The increases in the relative supply of skilled labour were in most years lower than the decreases in the relative wage, meaning that an overall reduction in the relative demand for skilled labour has been in place. In fact, only during the 1950Á1964 period was the increase in the relative demand for skilled labour higher than the corresponding increase in supply, which was conducive to an increase in the overall skill premium. After 1964, Scandinavian Economic History Review 13 this pattern was again reversed, with an overall decrease of relative demand being found.
Explaining changes in the relative supply of skilled labour: the role of domestic and international factors
The growth in the relative supply of skilled labour can be related to both the impact of domestic factors, such as the expansion of education, and to the influence of international migration flows. As previously indicated, education was not a priority during the Estado Novo period, which was reflected in rather low levels of educational attainment. In the early 1970s, more than one-third of the Portuguese older than 15 were illiterate and almost 60% of the Portuguese councils did not have secondary schools. In this context, the rise in education levels can hardly be seen as the main factor explaining the fluctuations in supply. Most likely, emigration flows, which were of impressive magnitude Á between 1944 and 1984, more than two million Portuguese left the country, with about 35% of the departures taking place clandestinely Á had a stronger influence over relative supply (cf. Figure 5) . In fact, all the available evidence points to an overall low-skill characterisation of the Portuguese emigration, which was predominantly composed of males in active age with few or no skills. 28 Moreover, the periods in which we find the highest increases of the relative labour supply of skilled labour (1950Á1964 and 1964Á1974) are precisely those in which emigration peaked: between 1964 and 1974, the average annual number of departures was of about 118,000.
One can go a step further and try to determine the impact of emigration over the relative supply and wage of skilled labour between 1944 and 1984. Baganha provides some information on the social and demographic characteristics of emigrants, covering the gender, age, marital status and the sector of economic activity of the emigrants. 29 Under the assumption that, on average, industry is more skill-intensive than agriculture, a classification of skilled and unskilled emigrants can be undertaken, using the information on the economic activity of the emigrant. This allows for an estimation of the impact of emigration on the relative supply of skilled labour, although the accuracy of the results is, of course, rather crude.
The contribution of migrant workers to the relative supply of skilled labour is computed by the ratio:
where m s and m u represent the share of skilled (unskilled) emigrants in the corresponding supply (skilled/unskilled) of native workers.
30 Table 6 presents the estimates of the contribution of migration flows, summed over the sub-periods indicated, to the relative supply of skilled labour in Portugal at each period end. Computations are made considering legal emigration, and legal plus clandestine emigration, assuming that the employment structure of legal emigrants applies to illegal ones. We also assume a low rate of return of emigrants (20%), since most of the Portuguese emigration during the period under analysis was made on a permanent basis.
31
Although the applied procedure is rather crude and the time delimitation does not match exactly the one used in Table 5 , 32 the results seem to indicate that emigration has acted as the main factor influencing the observed trends in relative labour supply. Emigration tended to increase the relative supply of skilled labour, and this increase has been stronger between 1960 and 1979. More precisely, the estimates suggest that the relative supply of skilled labour was about 17% higher in 1969 than it would have been if had there been no emigration over the previous nine years, and a similar figure is obtained in 1979 with respect to the previous decade. Assuming average annual impacts, these figures almost exhaust the entire variation observed in relative labour supply in the 1960s and 1970s.
In sum, and keeping the caveats of the procedure undertaken in mind, one can conclude that the effects of international migration were large; they match ' (1994) . 32 The sub-periods indicated are those available from the source and for that reason they do not match exactly the former temporal delimitation.
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reasonably the trends in relative labour supply, and seem to account for almost all the variation observed in this variable.
Changes in the relative demand for skilled labour: the role of international trade
The evidence displayed in Table 5 indicates a sustained decrease in the relative demand for skilled labour during the four decades under study, with the exception of the years between 1950 and 1964. The overall decline in the relative demand is consistent with the general view according to which the demand for unskilled labour increases in periods of high aggregate demand, 33 as was the case of Portugal during most of the period under study, and most particularly between 1960 and 1973, the golden age of Portuguese economic growth.
34
The reversal of the trend in relative demand for skilled labour in the 1950s and its continuous decline after 1974, a period of slow and irregular growth, seem to indicate, however, that international trade played an important role in the process. More precisely, the increase in relative demand found in the 1950s is in line with the aforementioned characterisation of this period as one marked by the government's pursuit of the country's industrialisation, anchored on the support of heavy industries and on a development strategy based on import substitution. Conversely, the spurt of international trade since the early 1960s may have acted as a major determinant of falling wage inequality, by stimulating the growth of low-skill labour intensive industries, in line with HecksherÁOhlinÁVanek's predictions.
We investigate this point by using factor-content of trade calculations (FCT), which constitutes the most common approach for studying the impact of trade on the labour market. 35 The FCT approach computes the amounts of factors used in producing a country's exports and those involved in the production of its imports. The differences between exports and imports are then seen as the impact of trade on the demand for a particular factor, i.e. the demand of factor f is said to be increased by trade if exports require a larger quantity of this factor than imports.
The general expression representing net trade in embodied services of production factor f, for a country j and summing over sectors i 0 1 . . . n, is given as follows:
where X ij and M ij are exports (imports) of industry i from (to) country j, x ij and m ij are export and import sectoral shares, respectively, and a if represents the use of factor f per unit of production from industry i. 33 Anderson, 'Globalization' (2001) . 34 Lopes, Economia Portuguesa (1996) . 35 The value of net exports of the services of factor f, in per cent of domestic supply, embodied in goods' trade, is then given as
where V jf is the total supply of factor f in country j. Table 7 presents the contribution of trade to the relative demand for skilled labour, obtained from the computation of g for both skilled and unskilled labour in the sub-periods under analysis.
Computations were made using data on trade, output and employment indicated in Appendix 1, and considering the skill requirements by industry described in Table  A. 2. Ideally, one should use different technological matrixes for exports and imports, the latter providing information about skilled and unskilled labour requirements for Portugal's trading partners. 36 The unavailability of such data, however, precluded its use in the present case. A further limitation of the analysis is that it covers only a relatively small number of sectors Á 11 sectors, including agriculture Á which can also cause a bias in the calculations (Feenstra/Hanson, 2000) .
37
The estimation of the impact of trade in the sub-periods under analysis is performed assuming that the matrix describing production technology is constant over time, i.e. comparisons between t and t'k are made using the technological matrix of year t. This allows for an estimation of the impact of trade in factor services due solely to changing trade patterns, excluding the influences from technological change.
38
The results match rather well the trends of relative demand for skilled labour described in Table 5 . According to our calculations, trade decreased the relative demand for skilled labour during most of the period under study, with the exception Table 7 . The contribution of trade to the relative demand for skilled labour (%).
Total
Annual average
Source: See Appendix 1. 36 Davis/Weinsten, 'Account of Global Factor Trade' (2001). 37 Although skill requirements were not available for agriculture, we decided to keep this sector in the analysis, given its importance in trade during the period under study. To this purpose, we assume agriculture's skill requirements to be similar to those regarding mining and quarrying, an activity which, according to our data, is always less skill-intensive than manufacturing. Anderson's 'Globalization' (1998) computations based on Kuznets and Bairoch's historical statistics of sectoral skill coefficients give some credit to this assumption, given the close proximity between mining and agriculture's figures. We also tested for the elimination of agriculture from FCT computations, but the results did not change significantly. 38 As can be seen from the data in the appendix, there has been an overall tendency for an increase in skill intensity over time in all industries under study.
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of the years between 1950 and 1964, which, as indicated earlier, were influenced by the adoption of a development strategy of import substitution. The impact of trade was significant for most of the period, being particularly strong between 1964 and 1974, when the country benefited most from the opening up strategy embraced in the late 1950s. It seems therefore that specialisation in specific manufacturing industries (e.g. textiles, clothing) intensive in low-skill labour has played a role in the decline in the relative demand for skilled labour, more than compensating the effect of skill-biased technological change.
This notwithstanding, the interpretation of the magnitude of the estimates must be made with care, due to the aforementioned limitations of the FCT calculus. The use of a relatively coarse sectoral aggregation, in particular, may have downsized the impact of trade on relative demand, especially in the more recent period, which was marked by an increasing structural complexity of the economy.
All things together, it seems fair to conclude that international trade had a decisive influence on the relative demand for skilled labour and, as such, on overall wage inequality trends.
Concluding remarks
The present study provides a quantitative assessment of wage inequality trends in Portugal between 1944 and 1984, based on the changes taking place in the relative supply and the relative demand of skills as measured by wage levels. The computation of relative wages shows that wage inequality went through a marked decline from the early 1960s onwards, about a decade before the country's transition to democracy until at least 1984.
The pattern of a consistent decline in wage inequality found for Portugal is in line with several other countries' experiences during the period under study. Wage inequality measures based on the comparison of wage deciles computed by Atkinson for the USA, UK, France, Germany and Canada, show a rise in wage inequality until the mid-1950s, followed by an overall decline until the late 1960s, which resembles the Portuguese pattern.
39 Similar results were obtained by Galbraith and Kum, who found a global tendency of decline in wage inequality in manufacturing activities between 1963 and the late 1970s for a number of countries. 40 findings show also a long-run tendency of decline in wage inequality in all eight countries under study after 1914, although most of the decline occurs between the late 1930s and the late 1950s.
41
According to our findings, the overall tendency of decline in wage inequality between skilled and unskilled workers was due to a combination of a sustained increase in relative supply of skilled labour with a decrease in the relative demand of this group of workers. With respect to the former, and given the limited expansion of education in the Portuguese case during most of the dictatorship period, interna-39 Atkinson, Changing Distribution (2008) . 40 Galbraith/Kum, 'Estimating Inequality' (2005) . 41 Contrasting evidence appears with respect to Latin American economies, which show stagnant wage inequality until the 1970s and an increase afterwards [Frankema, 'Latin America', (2009)] , and Spain, which shows an inverted W inequality pattern during the twentieth century [e.g., Prados de la Escosura, 'Inequality, Poverty' (2008) ; Guilera, 'Evolution Wage Inequality' (2009) ].
18 P. Lains et al. tional migration seems to be the major explaining factor for the observed trends. The impressive outflow of labour force essentially composed of workers with few or no skills has increased substantially the relative supply of skilled labour, which, other things equal, would translate into a declining wage premium of skill workers. The declining wage premium was also the result of the decrease in the relative demand of skilled labour. In this case, although domestic factors had also played a role, given the global increase in the level of aggregate demand, which is generally conducive to the increase on the relative demand for unskilled labour, international trade seems to account for most of the variation occurred in wage inequality. The country's increasing openness to foreign trade was conducive to an increasing demand for low-skill workers and decreasing demand for high-skill workers, due to the country's specialisation in specific manufacturing industries (e.g. textiles, clothing) intensive in low-skill labour. This seems to constitute the main cause for the decline in the relative demand for skilled labour, more than compensating the effect of skill-biased technological change.
In this context, the Portuguese experience seems to be contrasting to that observed in more developed countries, as documented in Anderson's work, 42 and on a number of studies focusing on the US experience. 43 Unlike these countries' experiences, in which the decline in the skill premium seems to be primarily related to domestic forces, our findings indicate that international factors were more important in explaining the overall inequality trends. The extent to which the evidence found for Portugal also applies to other less developed countries during the twentieth century seems to constitute an important topic for future research. 
Industry wages
Industry wages are also taken from Anuário Estatístico de Portugal. The data were collected from a yearly survey conducted by INE, which took into account all firms with 10 or more employees. The data are available in the following chapters: Produção e Consumo (1944Á1967), Indústrias extractivas and Indústrias transformadoras (1968Á1970), Rendimentos, salários e preços and Mão-de-obra (1971Á1981) and Emprego e salários (1982Á1984).
The source distinguishes between different types of workers, which constitute the basis for the classification of skilled and unskilled labour used in the computation of wage inequality. Between 1944 and 1955 , data on industry wages are provided for three different types of workers: employees (empregados), industrial workers (assalariados industriais) and other workers (outros assalariados). For the 1956Á1970 period, data are provided for two occupational groups: employees (empregados, administrativos, técnicos e de escritório) and other workers. Between 1971 and 1981, the information on wages is again classified into three distinct groups: dirigentes, outro pessoal (both employees) and workers. For 1982Á1984, there are only two groups of workers: employees (dirigentes, administrativos, técnicos e outros empregados) and workers (operários).
According to INE's description of the aforementioned categories, employees are owners with directive responsibilities and a regular remuneration, such as administrators, managers, economists, engineers, technical directors, secretaries, stenographers, typists, accountants, staff in charge of ordinary tasks in laboratories, personnel recruitment and staff of the social services of the company (i.e. clinics, schools, sports and other leisure activities), whereas workers comprise all the personnel who participate directly in the production process, including masters and foremen. Employees are also the workers who possess a longer-term contract, whereas workers earn daily wages. Following INE's categorisation, we consider employees as skilled workers, taking together the other categories in the unskilled workers' group.
Industry wages appear as the total amount paid per year between 1944 and 1970, whereas for the subsequent period, they are provided on a monthly basis for skilled workers and on an hourly basis for unskilled workers. In order to get consistent wage data, all wages have been converted into daily wages. The annual wages of industry branches between 1944 and 1970 were converted to daily wages by dividing the total amount paid per year by the number of workers in each sector, and then by dividing the corresponding outcome by 304 working days. 44 Monthly wages for skilled workers in industry branches between 1971 and 1984 were converted into daily wages by dividing 25.33 (304 working days divided by 12 months). With respect to the wages of unskilled workers for the same period, the hourly wages were transformed into daily wages by multiplying by a factor of 8, the number of working hours per day.
The number of industrial sectors considered in the survey varied considerably during the time period under analysis. To get homogenous data, the sectoral structure used by Pinheiro (1997) has been taken as reference, and all the information has been aggregated to fit that sectoral decomposition (CAE rev.1). In order to aggregate the different sub-sectors into the 
Total employment and sectoral employment
Employment data for the period after 1953 is from Pinheiro (1997) , Parte V, Trabalhadores por conta de outrém, which were extrapolated backwards on the basis of the growth rate of labour force by sectors given by Valério (2001, Tables 4.6 and 4.7), which are taken from Nunes (1989) . Emigration flows Data on the number of emigrants and their occupations are taken from Baganha (1994) .
International trade shares INE, Estatística Agrícola, several issues and Afonso and Aguiar (2005) .
Output
Data on value added by sector on the period after 1953 is from Pinheiro (1997) , which were extrapolated backwards on the basis of the growth rates of output by sectors given by Valério (2001) .
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